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Foreword

“The papér which follows presents & con-,
structive proposal for changes in one portion
of our nation’s welfare system The need for
revision is recogaized across'the full spectrum
of America’s political opinion, even though* ™’
different' changes are desired by different
. constituencies — and often for contradlctory
reasons. ‘

Despite the wxdespread agreement on a
r range of inadequacies, efforde4o make basic

changes in federal welfare policy have tiad a
* . gloomy history. The motives and goals
which various parties bring to the effort dre

- e single overall design.~Addea costs for some
: level of government also appear inevitable,
. sa that epposition to change has financial as

: well as philosophical bases.

But revision is urgently needed Even if
one could ignore for another decade the
faults and inadequacies of ot welfare pro-
grams, one would still be impelled to attempt
< revision now because of the new urgency to

design a system which, at an affordable level,
C il ide-benefits to the most needy reci-
7 ' pients throughout the nation.

Tn 198% The Johnson Foundation, Inc.,

headquartered in Raci i

. too diverse for accommodation within.a”

: ‘ niuwlxon51n con- ' | general,
- vened a conference on welfare. The ‘con-

ferees had one sttiking qualification in ~
common: each had served %s Secretary of °

" Health, Education and Welfare. They were;

Anthony Celebrezze, Wilbur Cohen: Roberf _
. Finch, Arthur YFlemming, ‘Pdtricia Roberts
Harris, David\Mathews, and Elliot Richard-
son. Abraham Ribicoff; while not present at
the original conference, has participated.in
subsequent review of the prdposals.

Armong them, they represented every ad-
ministration from Eisenhower through
Carter. The conference set in motion con-
versations and consultations about welfaré
reform which continued intd 1982, and Jed
finally to this paper. What follows is the
* product of the thought and experience of the
above-named former Secretaries of Health,
Education; and Welfare, their stated prefer-
ences among available choices. Their pur-
pose is to contribute to the national debate
aboyt welfare, not to draft specifi®egislation.
Naturally, the participating former secretaries
do not sfand together on every point, on
every ctiticism, on every objective. But their.
common experience has,enabled them to

.make’a thoughtful and realistic corftribution

to the debate about welfare reform jn
and about aid’to families with
dependent children, in*particular.
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Preface

This paper, the outcome of a conference
“-and subsequent consultations involving a
majority of the nation’s former Secretaries of
Health, Education. and- Welfare, r%gom-
mends the revision of the present program of
Aid to Familtes with Dependent Children
(AFDC): The revised plan introduces palicy
measures of natignal eligibility and benefit,

“standards. and calls for fulMfederal funding of .

phased-in  minimum cash benefits. while
maintaining . state program administration
and strengthening the role of state gov-

ernment in making significant policy‘,

determinations. )
Section IV below presents our proposals in
outline. An analysi$®f current programs and
of the issues associated with them will set
thése recommendations in their historical
and policy context. Our hope is that in this
manner the experience in public service
which we have been privileged to sHate can

make a cofMfribution to the needed “public *

reflection and debate abouj the welfare
policies appropriate to theﬁ)nited States.




I*—"l'ﬁe United States Welfare System

Citizens of the. United States are generally -
agreed that the commumty at large has some
obligation to protect the unfortunate and
vulnerable. From rotives, that have their

»basis in religion, humanitarian feeling, or |,
./ concem fo? the best interests of the' com-
munity, Americans have traditionally acted

on the belief that. people who are poor or °
. handicapped or at risk are to some extent a

tésponsibility of the entire &8fmmunity

This responsibility has been discharged in °

a variety of ways: through religious organi-

zatrons individual and organized private

hanty voluntary associations. and through

" (public actigns at all levels of government. In

this eentury, assistance provided by governi-

ment to the poor and less fortunafe has-

.grown. Social insurance, income main-
tenance, ‘and assistance efforts of various
sorts constitute large public programs and re-
quire. large publis. expenditures. Programs
. funded and managed by government are, no
‘less than private charity, the expre§510n of
the general community’s obligations, as_
'percetved by that community. They repre-
sent the discharge of a general obligation on
behalf of the aged, the widow, the orphan,
the sick, the disabled, ‘and other groups.

. There is also a consensus that the U.S,
-economi¢ system, while providing- benefits
for most individuals and for the nation at
large, still leaves jn its wake some M

+ Y various reasons and for varying perfods of
time are unable to compete, to contribute, or

to participate in the benefits. For these, the

public assistance provided by welfare and”

social insurance programs serves as'a c0rrec,\

ttve ameliorating what would otherwise b

the harshness of thesystem, and by that very

act helping to preserve the systerr itself.

The intenf, therefofe, of our system of

. transfer payments'was to create a nation that* |

' would be protective and caring, as well as
free and open. In pursuit of that go&, a suc-
cession, of programs has been brought into
existence, including gemeral assistarice,
veterans' pensions; Aid to Families with
Dependent Children (AFDC), housmg
assistance,’ fuel assistance, food ,stamps,*
Medicaid, earned income tax crédit, and
Supplemental Secunty Income (SSI) Those

1
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re the income-tested “welfare” programs
vajlable only to the demonstrably needy,
and do not include the “social insurance”
programs such as Old-age, Survivors' and
Dts’abthty Insurance (Social - Security),
workers’ compensation, and unemployment
insfnce, Taken all together, our various
welfare and social i insurance progtams repre-
sent a substantial system. In toto, the
programs Create nQt merely a floor under-
foot, but'a ceiling of protection overhead.

- Thus, in the United States, most people in

most ccumstarices of need are eligible to
recéive.
is extensive and effective, despite jts com-
plexities, anomalies, and mequmes gaps
and overlaps.

The welfare ‘system 15 also expensive. In

-1978 the eight major income-tested pro-

" grams, including AFDC, SSI, food stamps,

and Medicaid, cost the' federa] govemment

.$34.4 .billion, and state and local go

ments $15.3 billion, for a total of almost $50
btlhon ' By another count, seven of the large

" incOme-tested programs cost an.estimated-

$70.5:billion dollars in 1981. These same
programs cost.$25.25 billion dollars in 1973.

Worth noting is that our social insurance pro- .
granis involve approx1matelythree ttmes the”

expenditures of our welfare programs.
«Concern over costs which rise by entitle-

".ment and appear out of contr¢l is legitimate.
tempered, -

This concern ngeds to be
however, by a recognition thagt from 1976
through 1979, public social welfare expendi-
tures (including social insurance programs)
decreased as a percentage of gross national
product and as*a petceritage of the federal
budget, a trend which the President’s Com-
mission for a National Agenda for fhe

Eighties expected to continue for the long-
term unless halted by recession. Nor are
United States. social welfare expenditures
high .in comparison with those of other
industrial nations. If anything, we seem less

* generoys, less willing to commit ourselves to

the support of the less fortunate and the
vulnerable.

In any case the system of social expendt-
tures in .the United Statés does work, and
figures tshow to what exterit. For 1976 the

u’w‘
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'Thomas A Aylt.

“Federal-State Relations and Income Support Policy,” in_Income Support. Conceptual and Policy

Issues, eds. Peter G. Brown, Conrad Johnson, and Paut Vernier’ (Maryland Studies n Publtc Phtlosophy Rowman and

-Littlefield: Totowa. New Jersey. 1981}, p. 59.

./4 ,}\ .

5}

me assistance. Our welfare system’

-




overz
., Bssess

Congressional Budget Office calculated,
27% of American families, (21.4 million
" families) had incomes* below the poverty
level before income transfers. After transfers
(inclulling the social insurance .programs),
1% or 6.4 million families, had incomes*
low the poverty level.? Martii Anderson,

until recently President Reagan’s Assistantfor |
Domestic Policy Development, writing in the

Hoover Institution's The U.S. In The 1980s.

.

C L

states that if we judge gOkly by the twin *
criteria of theé complete ess and adequacy of
.coverage, then “ouwr welfare program has
been a brilliant success.” But, of course, he
did not mean to imply that those are the only

~ .

criteria, and the effectweneés of the gystem in ~

" accomplishing certain goals does not provide
immunity from criticism nor obscure the
need for reform.

~

II. The Need for Revision

To speak of our welfare ‘system” may
mislead. The configuration of present pro-

" grams did not emerge from a coherent

design. It accumulafed, piece by piece.
tHrough a process of dlSJunctwe incremen-
talism, as successive administrations con--
tmued what one of them labeled “the War on
Now, in 1982, there are varying
ents of the state qf that war, of the
"identity of the victors, and of the number of
the victims. But frem various sources a
-variety of criticisms of the system itself are
offered. From the far right, which sees it as
extravagant and fraud-filled, and from the far
left, which sees it as inadequate, it is regard- *
ed as a failure. The great middle ground of

" American polmc$ is less partisan and less

strident, but it sgenerally shares a negative
appraisal of our system of welfare; ‘while -
viewing séme welfare programs as necessary
in a market economy.

Hear some moderate voices: the Presi-
dent’s Commission for a National Agenda for
the Eighties states that “Our welfare system
continues” to be a maze of uncoordinated
programs that frap people in’ poverty and .

. dependency.” And in The State Of Black

o

" America, 1980, Vernon Jordan writes of the

need “to replace the present totally disastrous
welfare system: . . . Speaking to the
NAACP. in 1978, Senator Edward Kennedy
stated that “there is ample evidence that the
welfare system itself, in combination with
other factors, has helped to produce the very
disease, we now must seek to cure.” Those
are not the sources from which 'onie" would
tradmonally have expected such critjcism.

6
.
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What are the charges against our welfare_
system, the points — whether valid or not —
that reform must consnder”

1. Itis replete with inequities.

« Here are some examples noted by the
Pres:dents Commission for _a National
Agenda for the Eighties:

A Minnesota mother of three could.a

.receive AFDC, Medicaid, and food *

‘stamps until her income reached -

$8,000 a year. A Minnesota father who

remained with his family and worked
full-time at a low ‘wage disqualified " his
family for aid, ‘regardless of need. In
- 1972, accordmg to a Congressional
sub-commxttee & man &ho worked for
$2.00 an hour could increase the an-
nual income of his faqily (a wife and
two.children) by an average of $2,158

if he deserted them. The system in

these cases rewardedone family over

another and -many would argue tha
rewdrded the wrong family.*

A pnnc1pal source of inequities is the Aid
to Families With Dependent Children pro-
gram; the most basic component of the
nation’s welfare "system. They program- is
administered by "states, with' the feder
government meeting abeut 54%. of th
costs. Because of state by, state differences i
eligibility rules and. benefits, there is a wid
variance in support for families, fro
Mississippi’s November, 1‘98% low of $120
for a family. of four, to Vermonts $601.
Whether or not welfare policies and_funding

- are federal responSIbllmes is arguable as the

P
Iy

L

.

"’Congress:onal Budget Office, Welfare Reform Issues, Objectwes, and Approaches (Washington, 1977), pp J17-18

3{Stanfdrd, 1980). p. 147
4The Stite of Black America, 1980, p. 265, .

5Freedom Fund Dinner, Detroit, May 1978.

\) ingto 1980), p 66.
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" ¢ lustrates the way jn which fathérs are induced *
to desert families. And yet,

~familiés headed by women.

prasent public debata.illustrates, but a strong
case’ exists for sonfe minimum *standard to
promote the cause of equity in the national
interest. .

2. It encourages family break-up.
The Minnesota example cited earlier il-

the present
system, if it contributes to the disruption.of
families, leaves the female-headed family in
dire straits. Half such farhilies in the United

‘States live in poverty today. The significance

of that is emphasized when one reahzes that
three-fourths of all black chlldren hve in
h

3. It encourages teenage pregnancies.

The break-up of traditional families and .

the spawning of new truncated families
demonstrate the way in which tragedy

. breeds tragedy within an impoverished sector
“of out” popdfation: Critics assert that the

system encourages’ teenage pregnancies by

. making a baby an admission price to a

‘v

1
N .

¢

’

. another, generati

welfare system for Wthh there is often no
work alternative, given® the high teenage
unemployment rat, especially among
mmonty youth. We are aware that this is
only oné of seperal catises for the rise in out-
of-wedlock births,
reformed welfare program should address iq,
the nafional interest. The children of children
resuling from . this plienomenon add-yeét
op to’ the history of those
families trapped*sn welfare dependency.
Moreoyer, children’s children are over-
Zepresented in' the ranks of victims of Chlld_
abuse, school dropouts, thé unemployed,’
and the prison population. The social costs

- are incalculable — and the fiscal costs are

nearly 'so. Those for welfare and medical

expenses alone are estimated to be above $8 .
billion. Many “of the costs, moreover, are

paid under some rubric other than welfare

’ -~

-4 It serves as a. dism)centive to work.

= The Minnesota example cited -earlier.

denfonstrates* that in some cases’ ‘welfare

_provides a higher income than a low-paying,

entrance-fevel job. Yet, getting people to
break dut of welfare degendencyinto the
workforce should be one of the'major objec-
tives of a well-ordered welfgre pgggram. That
transference typically, requires a Period in an"*
eptry-level job, which méahs thatja program
must be flexible In order to move a person
from the ong status to¢the other, from
dependence to independencé.

.

but it is one which a

[Fortunately, the widely held suspicion that -
many able-bodied Rersons are on telfate by
choice is unfounded, or, at least, “eXag-

gerated.. Most impoverished Amerjcans:

work, or are persqns whose status or
disability” makes work jmpossible. Matry of
the poor work for part of a year, part-time, or
for lows. wages' that leave them poor even
after working. Many move in and out of
poverty and in and out of welfare programs,
even when holding paying jobs. Moreover,
there have been — and are — work require-

ments for welfare recipients. The Work .

Incentive Program (WIN) has been part of
AFDC since 1971, and various local juris-

dictions, including at least one state, have:,

had work requirements * for Tecipients of
general assistance. "Our own view is fhat
experimentation with work requirements
should be encouraged, undef broad local
and state autonomy.

.

5 It discouraiges thrift and savin_gs.

This tendency, relating fo the work dis—
incentive, defives from the fact that near
destitution is’ a. necessary _enfry mode for
welfare. Continued poverty\is réquxreg fors .
sustained ehgnbnhty for relief through incomg-

' tested ‘programs. Reform needs to resolve
the tension involved in that-dilemma, so that
families may makKe the ftransition from sup-
port to independence. ey

LN N

.

6. Itlis costly.

As noted above, the eight major income
support programs cost the nation nearly $50
~ billion in 1978. The Conigressional Budget
Office reports that eleven public welfare
programs cest all levelsof goyernment $46
billion in 1976. More striking than the total is
that those same programs, or their+pre- .
decéssors, eost only $7.5 billion ten years
earlier. That 612% increase over -a decade
. dramatizes the increase jn costs and in
number of recipients for some progfams,
especnally food stamps and Medicaid. For
better or’ worse; the growth in welfare
kpenditures will. be limited, at least in the
next few years, for political and econpmic_
reasons. Public expenditures must be subject
to pdlitical control so that publis-policy can
determine, through the . political process,
whd&e income should be supported, and t?

.what extent. o -

7.~Jt-is too bureaucratic.
. The range and number of categorical

-programs developed pver the years, somein_
‘one departmeny $ome in another, each with

ST
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its own rules assumptions, and benefits,
require an array of federal. state, and local
administrators for implementation and for

'accountabthty What critics like to call a

‘welfare mdusitry has been created* —, a
growth industry which some suspect is the
yprincipal beneficiary of our welfare system.
That cynicism aside. the fragmentation of
services, the confusion, and the added costs
constitute an important welfare issue. The
problem of‘bureaucracy was illustrated by the
Presxdents Commission for a National
“Agenda for thé Eighties with this example

A recen}Yy widowed mother of several
children, one of whom is disabled. may
now apply to sevan federal programs
for aid In a typical jurisdiction. she wilt
have to go to at least four different *
offices, fill out’at least five different
forms. and answer some 300 separate
que.stlons The programs may treat the
information obtained from these forms <
differently: the value of the same car,

" for example. is almost sure totdiffer
from program to program. Fourteen
hundred pieces of information may be .
needed )a’s'f to determine accurately the

. - level of the woman’s income.

In part tths amount of paperwork Js

- necessary, the result of differett programs
designed for the benefit of different cate-
gories of recipients. Somé of this complexity
can be sijpplified, * however, by ,program

consolidation or coordination -and by the *

miore geperaff¥ise of available management
technology. Although attention to better
management lacks the glamour of the policy-
making or legislative processes, theré can be

* 1o substitute for clarity and efficiency. The
duplication and complexity of prégram
administration, including the collection of
jnformation to determine client eligibility arid
benefits, cost about £3.5 billion in FY 1976

— thus administraive costs represent 8 per-

" cent of the total beneﬁt costs of the Amenc)an'

.

welfare system.” ',

. 8. It is a poor fit with’ our federal
system of govemment .
Irva system such as ours, relations among
‘various  levels of government present a
chronic prot)‘l’ém In'the case of the cTevelop-
ment and implementation of welfare policy,
that chronic problem sometimes becomes

\/, . \/‘

i
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acute. The variety and complexity of pro-
grams, accumulated during administrations
with differing emphases and views of the
federal-state re] onship, has long since
replaced the layer cake view of federal, state,
and local governments wath the metaphor of
marble cake. A clean, clegr separation seems
impossible. The income-tested programs,
especially AFDC and Medicaid, present the
foughest challenges. “General Assistance,”

. that most ancient and genenc form of

. In some cases, of states, but er’t

welfare, would appear to be an exception,
because it is the responsibility ofNo¢alitj

it is not
immuie from tension. The levels of juris-

A+diction and responsibility are intermixed.

Budget cuts in federally funded programs,
such as AFDC, féod stamps, or unemploy-
ment insurance, quickly result n heavier
general assistance burdens for states and
localities

In nearly all programs there is some parti-
cipation, either financial or administrative, by
both federal and state governments, even in
the so-called “federalized” programs. One
characteristic of our experience has been the
tendency of one level of government to
criticize ariother for mandating programs and

services without appropriating funds to pay

- for them. In recent years, rising welfgre costs

b

have been a growing burden for state and
local government. The idek of national stan-
dards and federal funding, with local respon-

sibility for administration, gained support in

such an era. Now, in 1982, the rhetoric is
mixed as the financial plight of the federal
government, takes &, priority over the more
traditionally noted burden at the local level.
The New Federalism raises old questions
for which no simplistic answer is acceptable.
The problem involves appropriate balance
between sectors, but the customary
metaphqr of a scale balance of federal-state

" concerns is inadequate. A more complex

chandelier balance is suggested with many
factors involved in the funding and adminis-
tration ‘of contemporary welfare programs.
The modern history of welfare in the
western world has been marked by a move-
ment from a primarily ecclesiastical concern

. to the secularization of charity and “relief”

under lay control, ‘and of a gubsequent
movement from a reliance upon volunteer

‘agencies to the development of a profes-
» sional cadr® of administrators and social

L]

7Congressnonal Budget Office, Welfare Reform Issues. Objectives, and Approaches (Washmgton 1977). p 24
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workg In some cases, even the bene-
ficiaries, the “clients,” are organized. To
accommodate the competing tensions, to
draft , acceptable compromises, between
equally worthy alternatives, is one of the
/ principal tasks facing anyone who proposes

to improve or reform the nation’s welfare

system. .
In pursuit of the goal of a more har-

monious, rational, effective, and economical .

system, the last decade and a half has seen
several proposals advanced for comprehen-
sive overhauls of the welfare system, includ-

ing the report of the Heiheman Commission,’
the Nixon Family Assistance Plan, and the
Carter Adminigtration’s Program for Better
Jobs and Income These and other
proposals for comprefiensive reform have
sought to'replace categorical programs with
new, single, and simplified programs, such
as a guaranteed income threugh ‘the
mechanism of a negative income tax. ’

3
_ At least for some years, it seems that.it
may be politically impossibleto implement
reforms similato those previously proposed.
For our time the temptahon to overhaul must
be foregone in favor of more modest goals
— improvement in coordinatiorn, administra-
tive efficiency, reasonable work incentives,
and “clarity of Tunction in federal-state rela-
tions. We believe that our proposed welfare
revision would make a contribution to those
goals. The proposals are measured rather
than sweeping. They deal with the politically
feasible rather than the stuff of which dreams
are made. Appropriate to the flux "and
financial concerns*which dominate curren}
political debate, the recommendations are
flexible and embody pnr%ples which can be
adapted to various$ funding levels and con-
fliefing philosophies.
' % .

III. Policy OBjectives

WA reform of welfare programs would ideal-

ly include the following objectives:
. v

» » . . . \d )
- to provide a basic minimum level of in-

come support for famili¢s with children
in which thle breadwinner is absent,
* disabled, unemployed, or déceased; _

-fo help hold families together in whole-
some fashion; - .

[ 4

-to provide fiscal relief to financially
distressed states for the costs of AFDC;

< to provide incentives for those on welfare
to work and to save; N\ | .

- to enhance the roles of states in*ad-

.
-~

o a

ministering welfare programs;

- to simplify administration , by - making
s unifori definitions of income, resources,

and work incentives;
’ w

L4
-
- to encourage innovation and
experimentation;

-to develop a long-range practical and
realistic program that recognizes national
'economic conditions and the fiscal needs

- of state and federal-governments;

- to incotporate constructive ideas that
‘have been put forth in recent years by ™

¢ officials  with q practical administrative
experiénce.

‘

-

IV « Policy Recorﬁmendati ns

We former Sectetaries of Health,/ Educa-
tion, and Welfare are proposing/a set of
changes whigh, although s of the ideal,
we believe would imprdye our welfare
system by revising the curfent progrgm of
Aid to Families with Dependent Children
(AFDC). We believe our changes represint a
creative and realistic form of federalism.! -

The key features of our recommendations
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strengthening of state/local
jstration and service delivery.
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We wish #0 the importance of these
few priricfples. They are the heart of our pro-
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Uus welfare system We urge their consider-
ation and présent the following specifications
as desirable public policy options. We in-
clude dates and amounts te give an idea of
what might be feasible, but wé aré not wed- '
ded to specrﬁc figures:

1 Effec{ive Date. .

The revised program could become effec-
tive October 1, 1984 (i.e. fiscal year 1985).

2. General Objective.

The program shéuld provide a nationally
defined minimum level of suppori\for all
eligible families, above which states would be,
free to make improvements. With the pro-
visions spelled out below, it Would be possi-
ble to overcome part of the negative image
- currently associated with AFDC. .

3. Eligibility:- Discouragement of
Family Breakup.

The revised program would include as
- eligible recipjents families in which-a child or
children are deprived of financial support
due to the breadwinner’s incapacity for work
(as defined by the state) or unemployment
(as defined by the state). Thus families” if
they met ifs-ncome test, would be eligible for -
assistan;zé(is::)ll fifty states and the District of
Columbia if one or both parents are de-
ceased, incapacitated for work, disabled,
¥ ‘absent from the home, or unemployed. This
standard of eligibility would eliminate incen-
tives for fathers to*desert their families. This
goal could be phased in over lgﬁ‘igea_ts to
enable states to prepare for their broadened
responsibilities.

-

4. Minimum Fedetal Benefit Level.

The basic objective is to provide a nation-
wide minimum income for all families with_
children. This benefit level should be com-."
patible with some minimum budgetary stan-
dard of health and decency. The standard
could be rglated to some proportion of the
U.S. established poverty level, to the median
income of the individuals in the state, or to
some proportion of the income level estab-
lished for families with children’under the
Supplemental Security Income Program,

The minimum benefit level could be
reached by phased implementation over a
périod of years, in order to take inté acoount
the financial, economic, and administrative
implications for both fefleral and state
governments.

A suggested timetable and the minimum
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state-standard of need related to the.national

poverty level mrght be as follows.
r ]

Exclusive of Including
Fiscal Years Food Stamps Food Stamps
19851-86 30% . 50%
1987-88 40% 60% .
1989-90 50% 70%
1991- 60% 75%

'The\above levels are’only illustrative. The
specrfrq lévels would be determined by the
CongreSs based on the .availability of furtds
and the ﬁ blic policies related to the status of
the econon‘ry and federal and state budgets.
Fof"Comparative reference one might note
that in 1981, AFDC and Food Stamps for a

" one-pwrent.family of three persons was 46%

of the 1981, poverty threshold in Mississippi,

50% in Alabama ,Arkansas, Tepnessee, and

Texas. In nn‘(e states, the proportion reached
95% or morks Alaska, California, Connecti-
cut, Hawait, chlgan New York, Vermont
Washington, a ad Wisconsin.

5. Federal S[lare of Mlmmum
Payment.} V5

i
We recommé

| that payments to families

. up to the‘mrmmu benefrplevelsbefrnanced

7

entirely from fede

| funds:’ ,
.6. State Supple%wents " .
States would be fiee to supplement the .

federal minimum ."Penefits. The federal*
government would pdr25% of state supple-
mental payments up & 185% of {he defined
poverty level by famrl sirze -

'7. State Admmistratlon

Indrvrduals would apply to their ‘stafe-

agengy, as determined bj,the state. The state .

woulde male the ehgnbnl;@ determination .in
accordance with the provigions of-thé revised
program. An individual woqldn have a right to
a fair hearing and appeal td state colirts. The
federal government would, pay 95% of the
states’ “proper* and efficiént” administrative
costs. States_would be reqmred to make’

" audits and reports.

8. Work Incentives. R

To provide an incentive-to work and to
lessen the impact of marginal tax rates, we
would disregard (at 1980 wages) the first $75
a month of fulltime employment and the costl.
of day care for a child. One-third of earnings
over the $75 a month disregard would like-
wise not be counted as income. (These
amounts wouldlbe indexed to the increase in

.+ wages over the 1980 base.) States could
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inctease these work incentive factors (375
and one-third) and the federal government
would pay 25% of such addmonal cost, the
states 75%.

9. Incentive for Saving.

To provide an incentive forsaving, the first
$30'a month in interest, dividends, or any
social security pr other bénefit for which a
family member paid 50% or more of the

premium or contribution would be disregargl-.

¥ ed in computing payments. These amounts
would he‘indexed to the increase in wages
over the 1980 base. :

10. Nationwide Definition of Income.

“Income” would be defined as all wages,
salary, net self-employment, interest income,
dividends, rents, royalties, alirpeny, inheri-
tances and gifts. Up to $20 a month in gifts
findexed), infrequent and irregular income
up to $20 & month (also indexed), and earn-
ings of a student would not be counted as
income. ‘

11. Maintendnce of Payment Level.
Payments to eligible families should be
maintained At’an amount 1ot less than their

standard in 1980, /mdexed to the price level,
effective FY 1985.

12. “Hold Harmless” Provision.

The federal government would' provide
federal funds of not less than the amount it
paid to the state in FY 1980, indexed to the,
increase in the price level. States would not
be required, beginning in FY 1985, to ex-
pend from state funds.any more than the
state expended in FY 1980, indexed to the
increase in the pricelevel.

13. Simplification of Paper Work. . |

States would be required to use the same
definition of "income and resources for
Medicaid and be permitted to use it also for
the determination of eligibility for food
stamps in the state subject to #14.

14. Optional Food Stamp Inclusion

Each state could:request permission of the
federal government for the use of a single
eligibility.'form and a single definition of
indome and resources for all AFDC and
Food Stamp recipients in that state. States
-~ woplld have the discretion to apply different
dijregards or exempt amounts.

5. Opiional Medicaid Inclusion.
States would have the option to include in

Medicaid families with one or more members‘

incapacitated or unemployed. but .would
continte to be fequired. to include in
Medicaid and AFDC' the families of those
who are deceased, disabled, and absent
from Home.

16. Block Grant Expenmental
Alternative.

Temporary- waivers for specific provisions

of the,federal law should be extended to the -

revised gt:ogram.‘ Additionally, the Secretary
may authorize up to four or five states to
establish such'different programs as will allow
states to experiment with other approaches

to meeting the income maintenance needszef -
families. On condition that eaeh such state.

continues its estimated financial share for the
period, a state would receive for up to five
years the estimated amount it would have
received under the revised AFDC program,
as determined by the Secretary.

17. Evaluation Reports.

Qne-half of one pereent of the federal
expenditures would be set aside for use by
the Secretary to mnake grants or contracts for
the evaluation of the program or for the
Secretary to evaluate the program. These
evaluation reports would be published and
distributed to states and other interested
parties.

\/ .

18. Periodic Advisory_éommittee, ‘

Every four years there would be establish-
ed an advisory committee to examine the
program &nd the evaluations and, after
public hearings, to make recommendations
to the President and Congress for any
changes. There could be ten members of the
advisory committee — three selected by the
Speaker, three by the President pro-tempore
of the Senate, four by the President. The
chairperson would be selected by the
President.

“»

19. Qualitative étandards.

We believe that the “qualitative standards”
dealing with Grants to the States for AFDC in
Title IV of the Social Security Act should be_
retained. They include such essential safe-
guards as requirements that aid be available
in all counties in the state, and that in-"
dividuals whose claims are denied be‘given a _
fair hearing.”
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V. \Conclusion

.
We beleve that the changes suggested in

" this paper would promote the goals of

adequacy, equity. and efficiency. which are
among the important criteria for a welfare
program. and that they would contribute to
addressing the issues outlined above.

This proposal would establish the- prin-
ciples of national standards of eligibility and
support. of federal funding of minignum
benefits (with the option of st_atseﬂup-
“plements), and of state/local administfation.
The political process, based on budgetary

ment of these pﬁ'nciples Nearly a half cen-

tury of experience with programs designed to

protect the health and welfare of the pation

children, the prircipal beneficiaries of AFDC, .
leads to the conclusion that it is most appro-

priate for the national goveryment to formu-

late * policy. set standards antk. serve as .
primary funder, while reserving 4 states the

administration and delivery “of services.

Economy and compassion are both called

for in our present natienal environment. We )

former Secretaries of Health, Education®and .

B \

1

realites and perceptions of good publc

Welfare believe that the-recommendations

policy, weuld determine the level of benefits.  contained in this proposal can advance both .
Whatev®r . that level, we urge the establish-  rauses. .
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